IAEe UNIVERSITY 


MICHIGAN 


READING ROOM 


[No. 41] 


FULL COMMITTEE CONSIDERATION OF HOUSE CONCURRENT 
RESOLUTION 582 AND H.R. 5040 


HouskE or REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
Washington, D.C., Tuesday, February 9, 1960. 

The committee met at 10 a.m., Hon. Carl Vinson (chairman) 
residing. 

The CHairmMan. Let the committee come to order. 

Members of the committee, I recognize, first, the fact that a large 
number of our colleagues have speaking engagements over the country 
in celebration of Lincoln week. So we may not have a quorum this 
morning to take final action on this resolution, but at least we can 
make some time and save some time by opening the hearing. 

Now, | will call up House Concurrent Resolution 582. 

(The bill follows: ) 


[H. Con. Res. 582, 86th Cong., 2d sess.] 


CONCURRENT RESOLUTION 

Resolved by the House of Representatives (the Senate concurring), That the Con- 
ress expressly approves, pursuant to section 3(e) of the Strategic and Critical 
Materials Stock Piling Act (53 Stat. 811, as amended; 50 U.S.C. 98b(e)), the 
disposal from the national stockpile of approximately four hundred and seventy 
thousand long tons of natural rubber in accordance with the plan of disposal 
rer by General Services Administration in the Federal Register of Septem- 
er 15, 1959 (24 F.R. 7430). 

The CHarrMan. I feel it is pertinent to make a brief statement in 
regard to what the objective of this resolution calls for. 

We are going to consider House Concurrent Resolution 582 this 
morning. 

This resolution wouid grant the permission of the Congress for the 
disposal of 470,000 long tons of natural rubber now in the strategic 
stockpile. 

Under tle law, no congressional action is required for the disposal 
of materials in the national stockpile which deteriorate or become 
obsolete. 

Congressional action is required, however, with respect to this 
naturai rubber since it has not deteriorated and is not obsolete. 

The responsibility for determining whether material in the stockpile 
should be sold is a responsibility of the Office of Civil and Defense 
Mobilization. Under the law, this Office has made what is called a 
revised determination with respect to the natural rubber in the 
stockpile. This new determination was made because of several 
reasons: lower military requirements, technological advances, and a 
reduction of the potential emergency from 5 to 3 years. 

There will, of course, still be a very substantial amount of natural 
rubber still in the stockpile. The exact amount is a classified figure. 
(2647) 
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The actual disposal of the rubber will be done by the General 
Services Administration and will be stretched over a period of some 
9 years. This will approximate 50,000 tons a year, and it will be so 
disposed of so it will not affect the market. 

Now, as to the economics of the plan, the average cost per pound 
of natural rubber proposed for disposal is somewhat lower than the 
current market price at the estimated sales price. It is also classified 
as to the amount that we pay per pound when we acquired the stock- 
pile. 

Assuming that the recovery by the United States is equivalent to 
that which is now anticipated, it is hoped that the gross recovery 
Over acquisition cost by the Government will be in the order of $25 
to $30 million. 

In addition to the recovery of the $25 to $30 million, there should 
be added Government costs of keeping this rubber—warehousing, et 
cetera—if the disposal were not made. This cost is $3.20 per ton per 
year, or approximately $1.5 million on account of warehouse spaces. 

Now, that makes the facts known from an economic standpoint. 

Well, now, take the testimony to see if the facts and circumstances 
warrant favorable consideration of this resolution. 

So the first witness from the Department is Mr. J. Roy Price, 
Assistant Director of Resources and Production, Office of Civil and 
Defense Mobilization. 

Now, Mr. Price, the committee will be glad to have you submit 
any statement, if vou desire to do so, as to the justification for asking 
for a disposal of this 270,000 pounds of natural rubber. 

Now, I may say this, members of the committee, if this 470,000 
tons is sold, it will not be replaced by new purchases. It will mean a 
reduction of 470,000 long tons of the natural rubber that is in the 
stockpile. 

Mr. Roy Price. Mr. Chairman and members of the committee, 
I am very pleased to have this opportunity to appear before you and 
discuss with you the proposed plan for the disposal of surplus natural 
rubber in the national stockpile. 

Before going into, however, the more formal part of my presenta- 
tion, there are some pertinent facts which I should like to at this time 
present to you. 

First, there is no natural rubber produced in the United States; 

Second, the world production is approximately 2 million long tons. 

About 70 percent of this production is from Malaya and Indonesia. 
The remainder is from other Far Eastern countries. Small amounts, 
of course, come from such countries as Brazil. 

The United States consumes approximately one-half million long 
tons per vear. 

Now, in accordance with the requirements of the Strategic and 
Critical Materials Stock Piling Act, the plan was submitted to you on 
September 11, 1959. We urge you to approve it at an early date for 
the following reasons: 

(1) At present there is a strong demand for natural rubber and the 
market is firm. 

(2) In the opinion of people of the rubber-consuming industries 
it is expected that this strong demand will prevail for at least several 
years. 
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I should like to quote the industry estimated figures of shortages 
which will occur, of this product, through 1960. 

The current year is estimated at 56,000 long tons. It graduates 
upward from 1961, 1962, 1963, and 1964 to a shortage of 100,000 long 
tons. Through 1965 it is estimated to be approximately 75,000 long 
tons. 

(3) Representatives of the rubber-consuming industries and of the 
countries producing natural rubber have been consulted in this 
program. They agree with the broad features of the plan and believe 
that the present is a propitious time to start. 

(4) The plan provides for sale over a period of about 9 years. 
However, the quantity to be disposed of in any one period will vary 
as market conditions permit. 

(5) The rapid advances which have been made by the synthetic 
rubber industry are expected to continue and make further inroads 
on the proportion of natural rubber to total rubber consumed. In 
addition, as the industry continues to increase its productive capacity 
for synthetics, the need for stockpiling of rubber will decline. 

As a matter of background, | would like to present for your con- 
sideration a brief statement with regard to the history of stockpiling 
natural rubber. 

BACKGROUND—STOCKPILE 


Prior to World War II, almost all of our requirements for rubber 
were filled by the use of natural rubber. The first acquisition of 
natural rubber for stockpile purposes was made in 1939 when a 
quantity was acquired through barter of agricultural commodities 
with Great Britain. 

Following the beginning of World War II in Europe, Congress 
authorized the Reconstruction Finance Corporation to establish 
various agencies to purchase strategic materials that would be neces- 
sary in the event we got into the war. One of the agencies which 
was set up was the Rubber Reserve Corporation which attempted to 
acquire stocks of natural rubber from all parts of the world. After 
Pearl Harbor it became the exclusive purchaser of rubber for all 
U.S. requirements. 

When the Japanese took over the rubber-producing countries of 
the Far East, it pointed up the glaring shortage which this country 
faced. It was at this point that the Government uncertook a crash 
program to construct facilities for the production of synthetic rubber. 
Even when these facilities were completed, there remained a heavy 
demand for natural rubber because it had to be mixed with synthetic 
to make the latter usable. 

The combined efforts of the Government-owned synthetic plants 
and the worldwide activities of the Rubber Reserve Corporation 
barely met military requirements and the minimum necessities of the 
civilian population during the war. 

As a result of this experience, natural rubber was placed on the 
strategic and critical materials list and a stockpile objective was first 
established on January 2, 1945. 

Because of the classified nature of the stockpile objectives, I am 
not able, in an open hearing, to tell you what the various objectives 
were throughout the years. I would, however, be glad to supply 
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such information in an executive session if you feel it would assist 
you in your consideration of this matter. 

It may be stated that up until 1958, the stockpile objective was 
always larger than the amounts that had been acquired to meet that 
objective. Up to that time, stockpile planning had been based on the 
preparation for a 5-year mobilization period. In the latter part of 
1957, there was a aed change in mobilization planning due pri- 
marily to the rapid advances that had been made in weapons systems, 
Under this revised planning, it was determined that a 3- -year emergency 
period would be used instead of the 5-year period that had been 
employed since 1949. As a consequence of this change, there was a 
substantial reduction in stockpile objectives which in turn resulted in 
large surplus inventories. 

Stockpiling of natural rubber has always been predicated on the 
assumption that part of our mobilization requirements for rubber 
would be met by domestically produced synthetic rubber. In this 
regard and to point out one of the significant factors relative to the 
advisability of disposing of surplus natural rubber at this time, | 
would like to present a comparison of synthetic and natural rubber 
consumption in the United States for the years 1948 as contrasted with 
1959. 

You have the chart before you. The synthetic long tons, 1948 to 
1959, goes from 442,072 to 1,060,000. 

The percent of the total is 41 versus 65 percent. 

Natural long tons: 627,332 as against 555,000. 

The percentage in this case is 59 to 35. 

Now, in accordance with the requirements of the statute and our 
policy, the disposal plan was formulated with due regard to the pro- 
tection of the United States against avoidable loss and the protection 
of producers, processors, and consumers against avoidable disruption 
of their usual markets, and in a manner consistent with our foreign 
policy. The disposal plan has been discussed with representatives ‘of 
the domestic rubber manufacturing industry. It has the concurrence 
of the Departments of State, Commerce, and the General Services 
Administration. 

The plan involves the disposal of 470,000 long tons over a period of 
about 9 years. This would average out at about 50,000 long tons per 

r, but the actual amounts that will be disposed of at any time will 
vary in accordance with the conditions of the market. On the basis of 
estimated consumption during the next 6 vears, sales of 50,000 long 
tons per year would not exceed 2.5 percent of total world consump- 
tion and would approximate 9 percent of domestic consumption in 
these years. 


BASIS FOR PROPOSED ACTION: SYNTHETIC RUBBER INDUSTRY 


The necessity for taking immediate action with regard to the dis- 
posal of surplus stockpile rubber is emphasized by the history and 
development of the synthetic rubber industry. Natural rubber is no 
longer a unique product. As indicated above, the consumption of 
synthetic rubber has increased so substantially that it is now the 
dominant factor in this market. This increase in volume has been 
accompanied by a continuing increase in the numbers and types of 
products that are now made from synthetic instead of from natural 
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rubber. Recent developments in the field have resulted in a product 
which is completely substitutable for natural rubber in the production 
of truck tires, a field in which natural rubber previously had to be 
used in combination with synthetic. Continued research promises 
the development of new synthetics with physical properties superior 
to those of natural. The constant increases in consumption of 
synthetic will inevitably force a further expansion of capacity in the 
future. Industry estimates are that such expansion will be very sub- 
stantial by 1965. In addition, its history of price stability makes 
synthetic a more attractive product. 

The significance of the foregoing is that if the proposed disposal is 
not undertaken in the immediate future, it is probable that with the 
passage of time the surplus will become larger because synthetic will 
be used in greater volume for more purposes now served by natural. 


MARKET CONDITIONS 


There is presently a shortage of natural rubber, as pointed out in 
the statistics that | previously gave vou. All the advices which we 
have received, both from industry and Government, indicate that such 
shortage will prevail for several vears. 

Natural rubber prices are now at high levels. The current price for 
No. 1 ribbed smoked sheets is 39.5 cents per pound (New York spot). 
This compares with an average price during 1958 of 28.07 cents per 
pound and a 6-year average price during the post-Korean period 

1953-58) of 30.07 cents per pound. 

The foregoing suggests an excellent opportunity not only of alleviat- 
ing in some measure a world shortage of natural rubber but also of 
disposing of surplus stockpile rubber at advantageous prices. 

To summarize, I would like to sav that the tremendous strides 
which have been made in the development of synthetic rubbers fore- 
shadow a diminishing dependence on natural rubber. The existing 
short supply and the prospect of continued high prices provide an 
opportunity for the disposal of surplus rubber in the best interests of 
the Government. It is therefore requested that the House Armed 
Services Committee approve at an early date the plan for disposing 
of 470,000 long tons of surplus stockpile rubber. 

The CuatrMAN. Thank you, Mr. Price. 

Mr. Kilday, have you any questions? 

Mr. Krupay. No questions, Mr. Chairman. 

The CuarrmMan. Mr. Van Zandt, any questions? 

Mr. Van Zanpt. No. 

The CHArRMAN. Are there any questions from any members of the 
Committee? 

Mr. Harpy. Mr. Chairman. 

The CHarrMan. Mr. Hardy. 

Mr. Harpy. I have one or two. 

Does this 470,000 tons represent the entire amount of the present 
surplus? 

Mr. Roy Pricer. Surplus. 

Mr. Harpy. That is right. 

Mr. Roy Price. Approximately. But this is after the maximum 
amount of material that is required for strategic use. You see, we 
have a minimum and a maximum requirement. 
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Mr, Harpy. This is the amount that is in excess of the maximum 
requirement? 

Mr. Roy Price. This is in excess of the maximum requirement. 

Mr. Harpy. Well, I served on the Stockpiling Committee for 
awhile some years back, and I am just wondering here now when 
this determination was made and whether that requirement has been 
reduced by any sales that have been made under the Appropriations 
Act. 

Mr. Roy Pricer. Sir, the only sales that have been made are those 
which are authorized in the last session of Congress, which was the 
concurrent resolution, and that was covering deteriorated rubber 
without replacement. 

To date, as of yesterday, there have been 32,722 long tons disposed 
of 


The CHarrMan. Is that deteriorated rubber? 

Mr. Roy Pricer. That is deteriorated rubber; yes, sir. 

The CHarrMANn. May I say, Mr. Hardy, in the appropriation bill 
there is some language permitting deteriorated rubber to be sold. 

Mr. Harpy. I recall that that is the basis on which the language 
was put in there, Mr. Chairman. 

But I note here that no reference is made to deterioration, and that 
this relates only to surplus and this is apparently not designed to 
prevent deterioration. 

Mr. Roy Price. Sir, we already are in a disposable position, if ] 
may use that term, on deteriorated rubber. That has already been 
authorized, without replacement. 

We are here talking about surplus of rubber which we do not con- 
sider to date to have deteriorated. 

Mr. Harpy. What is the volume of deteriorating rubber that needs 
to be sold? 

Mr. Roy Price. The authorization is up to approximately 50,000 
tons. 

Mr. Harpy. No, I am not interested in the authorization. I am 
interested in what the situation is. 

Mr. Roy Price. Oh. I am sorry. GSA is currently making an 
additional determination in it. We have not been given the official 
figures on it. But all of the rubber that we have in the various 
stockpiles or warehouses is now again being tested for any further 
deterioration. 

I cannot answer that question at this time. 

But the approximately 50,000 tons previously referred to is the 
amount of rubber that we now know is deteriorated and we certainly 
will probably find some additional. 

Mr. Harpy. Well, GSA has the figures on that? 

Mr. Roy Pricer. I am sure they have, if they have completed their 
survey and their testing. 

Mr. Harpy. Hadn’t they completed the survey before authority 
was requested from the Appropriations Committee last year to permit 
the disposal of 50,000 tons on that basis? 

Mr. Roy Price. Well, they had completed their survey then, but 
now—— 

Mr. Harpy. You mean they don’t keep current? 

Mr. Roy Price. Well, they keep current, certainly, within a year. 
Now, I can’t answer as to how frequently they inspect. 
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Mr. Harpy. You made in your statement, Mr. Price, considerable 
reference to a shortage of natural rubber, and you indicated that 
for the next several years this shortage was going to increase. 

Is that borne out by the supply picture or is that merely an ap- 
praisal based on the price structure? 

Mr. Roy Price. Suir, I should like to point out that, as mentioned 
in the report, one of the objectives in the Office of OCDM is that in 
all of our disposal programs it is a policy that we confer with industry 
and, wherever possible, obtain their cooperation or concurrence in 
our planning. 

This has been done in the case of the rubber industry, not only the 
manufacturers but also the producing countries. 

Now, to answer your question more specifically: 

In industry, like any well planned organization, they will estimate 
their requirements for up to a 10-year period. They are advised, 
certainly maybe each 6 months or 1 year, dependent upon their 
surveys of what their requirements will be from the consuming 
public over those period of years. This is common in all industry. 

Now, that versus the productability capacity of the plantations 
that are involved here and the number of years that are required to 
bring in new or additional products is the basis for the figures which 
I presented. 

Mr. Harpy. Well, then there has been a careful analysis to deter- 
mine what the likely picture is going to be with respect to the supply 
of natural rubber in the future? 

Mr. Roy Price. There has been. 

Mr. Harpy. Did I understand that there is supposed to be 
shortage now? 

Mr. Roy Price. There is a shortage this year, yes, sir. 

Mr. Harpy. Isn’t it true that Britain has not been able to move all 
of the rubber that she had set aside for disposal from her stockpile 
this year? 

Mr. Roy Price. I am not up to date on the amount that they have 
disposed of. But I should think if they follow the plan that was 
developed, the disposal plan, that they are probably running very 
close to it. 

Mr. Harpy. Do you know whether in fact they actually have been 
able to dispose of at their price level the full amount which they set 
aside to dispose of initially? Are they on schedule? 

Mr. Roy Price. They are on schedule, sir, very close to the 
schedule. 

Mr. Harpy. They are generally on schedule? 

Mr. Roy Price. Yes, sir. 

Mr. Harpy. Now, has your Office issued any directive to GSA with 
respect to implementation or disposition of this 470,000 tons of rubber? 

Mr. Roy Price. Have we issued any instructions? 

Mr. Harpy. Yes, sir. 

Mr. Roy Price. Are you referring— 

May I ask the type of instructions? 

Mr. Harpy. I just asked if you had issued any instructions to GSA 
looking toward the implementation of the disposal of this amount of 
rubber. 

Mr. Roy Price. Yes, sir; we have. 

Mr. Harpy. When did you do that? 
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Mr. Roy Pricer. Well, this information, sir—this was done at the 
time when we forwarded the plan to them. We asked them to prepare 
the disposal plan. But on the basis of the type of schedule that we 
worked out, we did request that a schedule be included in the plan, 

Mr. Harpy. Didn’t you, as a matter of fact, send to GSA a pro- 
posed schedule of disposal and a pretty detailed instruction as to how 
this was supposed to work and be accomplished? 

Mr. Roy Price. We did. 

Mr. Harpy. Have you furnished this committee with a copy of that? 

Mr. Roy Pricr. We did not. I have it here, sir. I don’t think 
it should be disclosed because——— 

Mr. Harpy. Why? 

Mr. Roy Price. Well, that is my opinion on it. 

Mr. Harpy. Well, would you tell us why you don’t think it should 
be disclosed? That is my question. 

Mr. Roy Price. I think it would affect the market, sir. 

Mr. Harpy. Would affect the market. 

Well, is it your purpose, by whatever provision you have in that 
directive, to control the market price of natural rubber? 

Mr. Roy Price. No, sir. It is our purpose 

Mr. Harpy. There has been some suggestion that it may have been 
designed to accomplish that, Mr. Price, and I would like to just lay it 
all out on the table and see what you propose to do. ; 

Mr. Roy Price. I can assure you that all of the plans we have is 
with complete and due regard to the market, so that we will not in any 
way disrupt it, nor that we will dispose of rubber at any time when the 
market would be seriously in trouble. 

Mr. Harpy. Have you instructed GSA to offer unlimited quantities 
based on a certain price structure? 

Mr. Roy Price. We have. 

Mr. Harpy. Considering the fact that you have 470,000 tons of 
rubber to offer 

Mr. Roy Pricer. I should like to point out also that a further 
answer to that question would be that the disposal of rubber in any 
quantity that we refer to would be on the basis of not disrupting the 
market. The demand must be there for it. 

Mr. Harpy. Who is going to make that determination? 

Mr. Roy Price. GSA. That would be their responsibility. 

Mr. Harpy. Under directions from OCDM? 

Mr. Roy Price. Well, we have also, sir, an interdepartmental com- 
mittee which was appointed to serve as a control group from the 
various Government agencies, who would concur in this disposal 
program at any particular level or on the schedule. 

Mr. Harpy. Then your sales proposal to GSA does specify the 
market prices at which specified amounts will be offered? 

Mr. Roy Price. To some extent; yes, sir; in broad terms. 

Mr. Harpy. I don’t know what you mean by ‘‘to some extent.” 

Is there any necessity, any real justification for having this program 
and the program also which is contained in the appropriations act? 
Mr. Roy Price. I believe that expires in June of this year, 1960. 
Mr. Harpy. Did you instruct GSA to ask that it be renewed? 

Mr. Roy Price. I don’t think we did. 
Did we? 
Mr. Huaues. We haven’t. 
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Mr. Roy Pricer. Because we were dependent upon this particular 
proposal. 

Mr. Harpy. Did you know that GSA had asked for it to be 
renewed? 

Mr. Roy Pricer. To my knowledge, I did not; no, sir. 

Mr. Harpy. So you sent GSA instructions with respect to the 
disposal of 470,000 tons of rubber without taking into account the 
fact that they already had authority for 50,000 tons this year and 
were asking for an extension of that until next year? 

Mr. Roy Pricer. That is deteriorated rubber, sir. 

Mr. Harpy. I don’t care. You are talking about the total surplus, 
aren’t you? If they remove 50,000 tons of deteriorated rubber, it 
takes that amount from your surplus, doesn’t it? 

Mr. Huauss. Yes. 

Mr. Roy Pricer. Yes, that is correct. 

Mr. Harpy. Then aren’t the two interrelated? 

Mr. Roy Price. Right. 

Mr. Harpy. Is there any reason that you couldn’t dispose of the 
deteriorated rubber under your 470,000 proposal? 

Mr. Roy Pricr. Oh, sure. Sure it could be. It would include 
nondeteriorated as well as deteriorated. 

Mr. Harpy. It would include it all, wouldn’t it? 

Mr. Roy Price. Yes, sir. 

Mr. Harpy. So then why didn’t you recommend that if—well, 
wouldn’t it be your recommendation that if this resolution is passed, 
that there be no further authority in the appropriations act? 

Mr. Roy Pricer. I don’t think—I would ask my counsel to answer 
that. 

Mr. Durkin. Well, it is not that kind of a question. But I think 
if we got this resolution here, there wouldn’t be any need for the 
other authority as far as rubber is concerned. 

Mr. Harpy. All right. 

Then wouldn’t you recommend that there be no extension of it? 

Mr. Durkin. Probably so. 

Mr. Harpy. Wouldn’t vou in vour authority with the Administra- 
tion suggest that GSA withdraw its request for a continuation of that 
authority? 

Mr. Roy Pricer. If this is approved. 

The CHarrmMan. Anything further? 

Mr. Harpy. We didn’t knock it before, and that is just the point. 
It was subject to a point of order before. 

Now, the thing that bothers me, Mr. Chairman, about this proposi- 
tion—what is the total value of this 470,000 tons of natural rubber? 

The CHairman. Isn’t that classified information? 

Mr. Roy Pricer. Beg your pardon, sir? 

The CuarrMANn. Isn’t that classified information? 

Mr. Harpy. Why should that be classified? Anybody ought to 
know— 

(Further chorus of “‘No.’’) 

The CHarrMAN. Go ahead. 

Mr. Roy Price. As of the current market, as of today or this week, 
it would be approximately $400 million. 

Mr. Harpy. $400 million? 

Mr. Roy Price. Yes, sir. 

49066—60—No. 41——2 





2656 





Mr. Harpy. We are not messing around with any hay in this bill. 
Mr. Roy Price. That is correct, sir. 

Mr. Harpy. And that is authority that you are asking for a pretty 
wide discretion on. Which, Mr. Chairman, I am not going to be 
willing to vote in favor of until I see what instructions they have 
issued to GSA. 

The CuarrMan. Will you give Mr. Hardy what instructions have 
been issued to GSA? 

Mr. Roy Pricer. Yes, sir. I have the instructions here. 

Mr. Harpy. Is that document classified? 

The CHatRMAN. He said it was classified. 

Mr. Harpy. He didn’t say it was classified, I don’t think. 

The CHarrMAN. He said it was classified because it would affect 
the market. 

Mr. Roy Pricer. That is correct. 

The CuHarrMAN. That is what I understood him to say. That is 
the reason he hesitated to give it to you. 

Mr. Roy Price. I would be very happy—— 

The CHarrMAN. I was going to ask that it be put in the record. 
So then he said it would affect the market. 

Mr. Harpy. I am going to want to see it, and I am going to want to 
see whether or not it makes any sense to classify it. I don’t know 
any reason in the world why the public shouldn’t know how you are 
proposing to dispose of this amount of their dollars—$400 million 
worth of their value. I think the public ought to know what is being 
done with it. 

The CuarrMAN. Furnish that information to Mr. Hardy and all the 
members of the committee who 

Mr. Harpy. I think it ought to be furnished to the committee, 
Mr. Chairman. 

The CuHarrMAN. Furnish it to the committee. 

Mr. Kixipay. Available to the committee. 

The CuarrMan. And available to all members of the committee. 

Mr. Becker. Mr. Chairman 

The CHarrMan. Wait one minute. We will all goin order. Don’t 
get excited. 

Mr. Becker. I want to ask 

The CHarrMan. Wait a minute. You haven’t been recognized. 

Are you through, Mr. Hardy? 

Mr. Harpy. I am through for the moment. 

Mr. Becker. Will the gentleman yield? 

Mr. Harpy. I yielded before. 

The CHarrRMAN. Wait a minute. 

Mr. Osmers, any questions? 

Mr. Osmers. No. 

The CuarrMan. Mrs. St. George? 

Mrs. Sv. Grorce. No. 

The CHarrmMan. Mr. Becker. 

Mr. Becker. Mr. Chairman, my only observation here is I don’t 
want the information. 

The CuHarrMan. All right. 

Mr. Becker. For the simple reason, if it is classified information, 
because it is going to affect the market, I don’t want to be a part of 
having information that might be used publicly to affect the market. 
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Mr. Harpy. I am not concerned about my ability to keep what 
ought to be classified. 

The CHarrMAN. Are there any further questions? 

Mr. Stratton, any questions? 

Mr. Srrarron. Mr. Chairman. 

Mr. Price, the legislation here refers to the publication of a disposal 
plan by GSA in the Federal Register of September 15, 1959. Is that 
something different from the thing that Mr. Hardy is asking for? 

Mr. Roy Price. This is the time when this request was sent over 
here, sir. 

Mr. Srrarron. No, I say—here is a disposal plan which, according 
to the legislation, has been made public in the Federal Register on 
September 15. Now, is this different from the information that you 
say is classified? 

Mr. Roy Price. It is not different, sir, excepting that the informa- 
tion that we have been discussing here is not included, that is, the 
detail is not included in that plan. 

Mr. Stratton. I see. 

Now, Mr. Price, how much will be left in the national stockpile if 
these 470,000 tons are disposed of? 

Mr. Roy Price. That is classified, sir. 

The CHarrMAN. Classified? 

Mr. Stratton. That is classified? 

Mr. Roy Price. Yes, sir. 

Mr. Srratron. I would like to have that information, if I might. 

Mr. Roy Price. We can furnish you that, sir. 

Mr. Srrarron. Do I understand that on the basis of what you say 
here on page 3, that this 470,000 long tons represents the difference 
between a 5-year stockpile and a 3-year stockpile? 

Mr. Roy Price. Approximately. The way we arrived at that was 
when you estimate the 3-year requirement versus the 5-year require- 
ment, after considering the maximum amount that would be involved 
for the 3-year requirement, then this would be declared excess to 
requirements. 

Mr. Srratron. But if we had a 5-year requirement, this would not 
be excess; is that right? 

Mr. Roy Price. It still could be excess; yes, sir. The changes in 
the military requirements have been very drastic. 

Mr. Srratrron. I am saying—this is what I want to clear up: 

Where does this surplus come from? Does this come from an 
assumption that we are only going to be fighting a 3-year war rather 
than a 5-year war? Is that where it comes from? 

Mr. Roy Price. May Mr. Hughes answer that question? 

Mr. Huaues. The big change comes from the 5-year war going to 
3, but there is a substantial impact, sir, because of the changes in 
weapon systems and technology of war, which changes the require- 
ments to fight a war. 

Mr. Srratron. Well, I still am not satisfied that I have gotten an 
answer now. 

Mr. Huaues. Part of the reduction is due to each of those, that is, 
part of the reduction is due to the reduction of 5 to 3 years, which, 
of course, follows from a change in war technology. 

Mr. Strratron. And a change in technology; is that right? 

Mr. Huaues. That is correct. 
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Mr. Stratton. You have both of these? 

Mr. Huaues. That is right. 

Mr. Stratton. Now, when did this change for the first one, the 
assumption that the war is only going to be 3 years instead of 5— 
when did that come about? 

Mr. Huaues. We began to recognize the change in war technology 
and the consequent mobilization period as being reduced from 5 to 3 
years in 1957, the latter part of 1956 and 1957. 

Mr. Stratron, Well, when you say “‘we,’’ are you——— 

Mr. Huaues. I am speaking of the military and at that time the 
Office of Defense Mobilization. 

Mr. Stratton. Well, is this a decision that was made exclusively 
by the Office of Defense Mobilization or was this one in which the 
National Security Council and the Joint Chiefs concurred in? 

Mr. Huaues. It was partly a policy matter coming from the Joint 
Chiefs and the National Security Council. They did concur. 

Mr. Stratton. I think we ought to have this kind of thing, Mr. 
Chairman, fairly specifically presented to the committee, because this 
looks to me like the same sort of thing we have been talking about 
switching from one point of view of what we are up against to a 
somewhat more favorable point of view, and | wonder whether this 
is really justified, to say that we only need a 3-year stockpile instead 
of a 5-year stockpole. I think this—if we, ourselves, go along with 
this and it turns out that the requirements are going to be longer 
than 3 years, then we are going to be responsible for having denuded 
the forces to that extent. 

Mr. Roy Price. Mr. Stratton, sir, may I again point up the ad- 
vent of the improved synthetic rubber which is making very rapid 
strides in replacing natural rubber in all of these products that we 
are talking about. 

Mr. Stratron. You have answered my question and said that the 
reason that this is surplus is because of a changed requirement in 
terms of the national stockpile. 

Now I am asking who made that decision and is this committee in 
a position to go along with it, and is it a wise move for us to go along 
with. That, you said, was one aspect. 

The other, as I understood it, was a shifting technology, which I 
assume means that we aren’t going to use that much rubber in the 
future but we are going to ride on something else. 

Mr. Roy Price. This determination, which should have been 
pointed out, is made as a result of collaboration and concurrence 
with and studies made by all Government agencies that are concerned 
in the matter. And we have a committee, interagency committee, 
which initially puts together all of this information to assist us in 
making these determinations. 

Mr. Srrartron. That is the sort of thing I think we ought to have. 
We had a witness last year who testified he didn’t think the war was 
going to last more than—what was it?—3 days—General Lemay. 
Maybe if he is right, maybe we ought to get rid of all of this. But, 
frankly, I think we ought to look this over carefully. 

The CuHatrRMAN. May I suggest this: You are losing sight of the 
fact that synthetic rubber is taking the place to a large extent of 
natural rubber. 

Mr. Srratron. Well 
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The Cuarrman. And that is one of the factors in the whole program. 

Mr. Srratron. Mr. Chairman, the testimony is that natural rubber 
is still needed and apparently—— 

The CHarrman. Of course, you need some of it. But you don’t 
need the great volume that we have on hand, and we had prior to 
the development of synthetic rubber. 

Now, we spent $700 million creating the synthetic rubber plants, 
and we sold them out for some $400 million, and he has this fine state- 
ment here: 

Continued research promises the development of new synthetics with physical 
properties superior to those of natural rubber. 

Of course, synthetic is a strong competitor of natural rubber. There 
si no need why we should continue to be dependent upon natural 
rubber as we were prior to the development of synthetic rubber. 

Mr. Srrarron. Some of that statement you read there, Mr. Chair- 
man, is a hope of the future, that it is going—they hope it is going to 
do it. 

The CHarrRMAN. It is today. 

Mr. Srrarron. Mr. Chairman, could I ask one other question here? 

The CHAIRMAN. Yes, sir. 

Let there be order, now. 

Mr. Srrarron. Mr. Price, does natural rubber deteriorate when 
you have it in store? 

The CHAIRMAN. Yes. 

Mr. Roy Price. Yes, sir. 

Mr. Srrarton. How rapidly? 

Mr. Roy Price. | think that GSA could answer that more accu- 
rately than I. But the rate of deterioration would depend entirely 
upon the storage conditions, the absence of moisture, maintaining a 
uniform temperature condition, and things of that sort. 

The CuatrMan. Let GSA answer the question. 

Mr. Hueues. Very high grade rubber, No. 1 ribbed, smoked sheet, 
will stay good for at least 20 years. Now, different grades of rubber 
will have a different period of deterioration. 

Mr. Stratton. Now—— 

Mr. Roy Price. I should also like to point out, sir, that the new 
improved synthetic rubber does not deteriorate. 

Mr. Strarton. Well, are we buying any more natural rubber for 
the stockpile? 

Mr. Roy Pricer. No, sir. 

Mr. Huaues. No. 

Mr. Stratton. Well, now, if we are going to dispose of this, we 
will then be down to a 3-year requirement, if I understand it. And 
if we then don’t have any war right off the bat, the rubber that we 
have is going to continue to deteriorate at a certain rate per year; is 
that correct? 

(Mr. Hughes nods.) 

Mr. Stratton. That means, does it not, that having disposed of 
this excess, if it is another 10 or 15 years before we need it, we may 
find that the reserve that is then on hand will be less than the 3-year 
requirement and won’t we be endangering the security of the country? 

Mr. Hucues. No, sir. If we go through with this disposal of 
470,000 tons, the deteriorating rubber during that period would form 
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part of the disposal of the 470,000 tons. At the end of the period, 
when we dispose of that 470,000, you would have the remainder 
which you think you need for the stockpile. But that would all be 
good rubber at that time. 

Mr. Stratton. Yes, but how long will it be good? 

Mr. Hucues. Well, if we continue to need it after the disposal 
period—say it is 9 years, that we are talking about—then we would 
have to resume rotation, as we have in the past. 

Mr. Srratron. You would have to start buying some? 

Mr. Hucues. You would have to resume rotation. 

Mr. Stratton. So we are selling it now because we might have to 
start buying it again in 9 years. It doesn’t make very much sense 
to me. 

Mr. Roy Price. Oh, no. 

The Cuarrman. Thank you very much, Mr. Stratton. 

Mr. Rivers- 

Mr. Roy Price. Your rotation would not be an expensive item for 
the Government. 

(Mr. Rivers aside to the chairman.) 

Mr. Conetan. Mr. Chairman. 

The CHarrnmMan. Mr. Rivers. 

Mr. Rivers. Mr. Price, I want to understand for my own benefit: 
What are the reasons you want to sell this rubber? 

Wait a minute. I want to get back my perspective. Deterioration 
is one. 

Mr. Roy Prics. And we don’t need it. 

Mr. Rivers. You don’t need it, is two. 

Development of the synthetic processes is three. 

(Mr. Roy Price nods.) 

Mr. Rivers. What other reasons? 

Mr. Roy Pricr. I think those are the three basic reasons, sir. 

Mr. Rivers. They are the basic reasons. 

Mr. Roy Pricer. Yes, sir. 

Mr. Wiuson. Mr. Chairman. 

The CHarrMan. Wait a minute. 

Mr. Roy Pricer. I think the Government’s capital investment here 
a matter of considerable concern. 

Mr. Rivers. Another factor was, as I understood it, the change in 
the technology of whatever war we are going to be in dictates that the 
military reappraise their requirements for a varying duration; is that 
right? 

Mr. Roy Pricr. And they have done that, sir. 

Mr. Rivers. And they have done that. 

Mr. Roy Price. Yes, sir. 

Mr. Rivers. If you were to keep this rubber another year under 
the existing conditions, what would be the condition of your rubber 
as you see it, and the condition of the market as you see it? 

Now, nobody can tell what the market is going to be. 

Mr. Roy Price. I couldn’t predict the market at all, sir. 

Mr. Rivers. You couldn’t predict the market. 

Mr. Roy Pricer. No, sir; I wouldn’t attempt to. 

Mr. Rivers. What about the extent of the rubber? 

Mr. Roy Price. We would have some deteriorated rubber, in my 
opinion. How much, I wouldn’t be able to say. 
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Mr. Rivers. Has it always been policy—you head this organiza- 
tion for the disposal of rubber? You are in charge of it? 

Mr. Roy Pricer. GSA is responsible for the mechanics of it, sir. 

Mr. Rivers. You are in charge of what is left of the synthetic 
rubber program? 

Mr. Roy Pricer. The synthetic rubber program; no, sir. 

Mr. Rivers. I mean the thing we created to make this rubber 
available in the first place; you represent the OCDM or whatever it is? 

Mr. Roy Pricn. Yes, sir; I am Assistant Director of OCDM. 

Mr. Rivers. Has it always been the policy of your organization to 
be concerned about what would happen if you flooded the market 
with the commodity? 

Mr. Roy Pricer. If we flooded the market? 

Mr. Rivers. Well, if you—— 

Mr. Roy Price. Yes, sir; definitely; a very firm policy. 

Mr. Rivers. It has always been a firm policy? 

Mr. Roy Pricer. Since I have been in office here, sir. 

Mr. Rivers. How long have you been in office? 

Mr. Roy Pricr. Approximately a year and a half. 

Mr. Rivers. A year and a half. 

Have you disposed of any natural rubber since you have been in? 

Mr. Roy Price. In the strategic stockpile; no, sir; only on rotation. 

Mr. Rivers. That is the only time? 

Mr. Roy Price. Deteriorated rubber. 

Mr. Rivers. Now, somebody mentioned the appropriations. Why 
did the Appropriations Committee get in on this project? Isn’t it the 
basic jurisdiction of this committee? 

Mr. Roy Price. May I request my attorney answer that particular 
question? 

Mr. Durxrn. As I remember it, sir, there was a request in by GSA 
for additional funds to pay for the cost of rotation. The Appropri- 
ations Committee decided that since this material was excess, that 
they would eliminate the request for appropriation for rotation pur- 
poses and made this amendment to the Stockpiling Act, through the 
Appropriations Act, stating that the replacement provisions in the 
Stockpiling Act didn’t have to be taken care of when the material to 
be rotated was excess to the objective. 

Mr. Harpy. Would the gentleman yield? 

Mr. Rivers. Yes. 

Mr. Harpy. It is still another indication of the extent to which the 
Appropriations Committee will take over our authority if we let them. 
Mr. Rivers. Did you regard that as bypassing this committee? 

Mr. Durkin. If we had considered it, we would have. 

Mr. Rivers. What is that? 

Mr. Durkin. Yes, sir. 

Mr. Rivers. Why did you come here? You already have gotten 
a pretty fair reception, since you got here. 

Mr. Durkin. As I understand it, sir, that amendment wasn’t 
requested. It was put in by the Appropriations Committee itself. 

Mr. Rivers. Oh, I see. 

Mr. Witson. Does the gentleman yield? 

Mr. Rivers. They just anticipated your needs and put it in for you; 
is that right? 

Mr. Witson. Does the gentleman yield to me? 
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Mr. Rivers. I will just yield everything. 

The Cuarrman. Mr. Wilson. 

Mr. Witson. I wanted to suggest another factor that has been 
brought out why this should be sold. 

The price is good now, and the Government will get a better return 
for it. It just makes sense to me to do so. 

Mr. Rivers. I wanted to ask one other question. 

The CHarrMaAn. Go ahead, Mr. Rivers. 

Mr. Rivers. I wanted to ask Mr. Price this question: Are you 
aware of any other producing areas other than the original—what 
was it?—Malaya, the Celebese 

Mr. Ketiener. Indonesia. 

Mr. Roy Price. Malaya and Indonesia were the two principal 
producing countries. 

Mr. Rivers. What was Indonesia’s original name? 

Mr. Roy Price. The East Indies. 

Mr. Rivers. That is where it came from, to start with? 

Mr. Roy Price. That is right. 

Mr. Rivers. Was that Malaya? 

(Chorus of ‘‘No.’’) 

Mr. Rivers. That is the only source of natural rubber? 

Mr. Roy Price. Well, as I pointed out earlier, there are a number 
of smaller producing countries, that is, that are producing smaller 
quantities. 

Mr. Rivers. But they haven’t really gotten into business yet; 
they have been developed subsequent to the World War II shortage; 
is that correct? 

Mr. Roy Price. That I do not know, sir. 

Mr. Rivers. That is all, Mr. Chairman. 

Mr. MeEtvin Price. Mr. Chairman. 

The Cuarrman. Mr. Price. 

Mr. Me tvin Price. I would like to ask when were the last pur- 
chases made for the rubber stockpile? 

Mr. Roy Pricer. 1954, sir. 

Mr. Metvin Price. There haven’t been any purchases made for 
the stockpile since that time? 

Mr. Roy Price. Only for rotation. 

Mr. Metvin Price. When was the last one made for rotation? 

Mr. Roy Pricer. I think GSA—— 

Mr. Hucues. That would be early in 1959, probably. 

Mr. MeEtvin Price. 1959. 

Mr. Hucues. Before the appropriations act was enacted. 

Mr. Metvin Price. How much did you buy at that time? 

Mr. Hueues. How much we bought for rotation? 

Mr. MeEtvin Price. Yes. 

(Mr. Hughes confers.) 

The CHarrMANn. Let the witness come around here so we can hear 
what is going on. 

Mr. Huaues. GSA informs me that for rotation purposes we sold 
42,000 in 1959 and bought 42,000. That was before the appropri- 
ations act amendment was passed. 

Mr. Metvin Price. You sold 42,000 long tons and you bought 
42,000 long tons? 

Mr. Huaues. Yes, sir. 
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Mr. Me tvin Price, What were the comparable prices in selling 
and buying? 

Mr. Hugues. What? 

Mr. ME vin Price. What were the comparable prices of the rubber 
that you sold as against what you bought? 

The CuarrmMan. Have you that information? 

(Mr. Hughes confers.) 

Mr. Huaues. We do not have that figure. 

The CuarrmMan. Get the information and put it in the record. 

(The information requested follows:) 


For fiscal year ending June 30, 1958, approximately 40,230 long tons were 
rotated. 


Per pound 
Average sales price - - - - wd 6 apm wie ng we ait cs oosiesl eh kd od 
Average replacement cost___- ait<<wwewtedede = . 29% 
Average loss _ - Sa ae) idee Ex. . 02% 

For period from July 1, 1952, to June 30, 1959: 
Average sales price __ -- Mi SL ober 1 Bol agin). cele ais 0. 26% 
Average replacement cost___-. ‘wast ae ie de teanewer . 29% 
Average loss _ - ; aka ete Pa hk PDS Sauter k dado! =e B08 . 02% 


Estimated other costs.—Transportation, equalization of freight, quality and 
condition: $0.01%. 


Assuming 40,000 long tons rotated annually, the cost would be approximately 
$3,360,000. 


New York average annual prices } 


[In cents per pound] 





1942 22. 5 | 1951 3___- 59. 07 
1943 22.5 | 1952 3____ . Mmedd ani Peed 
1944 22.5 | 1953_---- h pies . 24, 23 
1945_ 22.5 | 1954_-.- iis xemincne i ae 
1946 22.5 | 1955- AN eo eos oe 39. 14 
1947 lg go. RE ee ee pee Le Seine 
1948_ pee _.... 22.01) 1957_ ran 0d a ES es 31.15 
1949 i tem .- 17. 56) 1958_ ibiees dab <pann- bower eee OF 
1950_ > .. 41. 10] 1959-_ BANE} LUE EE | 3 Mi 


1 Source: ‘‘Rubber Statistical Bulletin,’’ December 1959. 
2 Average of U.S. Government’s selling price from Jan. 8, 1951, onward. 
3 Average of U.S. Government’s selling price until June 30, 1952, New York spot closing prices thereafter. 


Mr. ME .vin Prics. I want to find out whether you lost or gained. 

The CHarrmMan. Right. 

Mr. Hugues. Always on rotation there is a small loss, because of 
the turnaround. 

Mr. Me tvin Price. What would you call a “small loss,” how 
many million? 

Mr. Huaues. A cent or two a pound, I think, on the average. 

The CHarrmMan. Thank you. 

Mr. Metvin Price. You will get that information for the record? 

Mr. Huaues. Yes, sir. 

The Cuarrman. Thank you very much, Mr. Price. 

The gentleman from California. 

Mr. Conetan. Mr. Secretary, I was wondering what is the range 
of prices per pound in the last 15 years. What is the range of the 
price of rubber? 

Mr. Roy Prices. I think that those statistics were given in the 
report, but not for a 15-year period. 
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Mr. Conexan. I would like to have those figures, because I am 
leading to a further question. 

You gave figures for 1953 as your base. 
base. 

Mr. Roy Price. I would not have that here, sir, I don’t believe, 
for 15 years. 

Mr. ConEtan. Well, would you be kind enough to supply that 
series for the record, the price structure for the last 15 years? 

Mr. Roy Pricer. Yes, sir. 

Mr. Conetan. Then I would also like to know what the deviation 
from the mean was, what your plus or minus fluctuation was, over 
that cycle of prices, if you have it here, I would like to have your 
comment on it. 

The CHatrRMAN. Put the information in 
available now. 

Mr. Roy Pricsr. We have it only to 1948, sir. 

The CuarrMan. Give 1948, if that will help to answer the question. 

Mr. Conetan. Could you comment on that? I would like to hear 
what the fluctuation has been in the market. 

Mr. Huauess. I have here a statistical chart, a table, issued by the 
Rubber Study Group, which compiles statistics, world statistics on 
rubber, and shows the average price of No. 1 ribbed, smoked sheet 
in New York from 1948, on, through 1958. 

Shall I read the figures for you? 

The No. 1, ribbed, smoked sheet is probably the standard. 

Mr. Conetan. What I would really like to know is what has been 
the deviation, plus and minus, in the price structure, of the average 
of prices, over the period you are talking about. 

Mr. Huauess. Well, the lowest price that I see in the 10 years, 
from 1948—11 years from 1948 to 1958—was 1714 cents, and the 
highest price is 59 cents. There is no average shown on this chart. 
We would have to compute the average. 


I am trying to get a 15-year 


the record if it is not 


New York average annual prices of natural rubber 
[Arithmetic mean = 528.78 +18=29.38 cents per pound] 


{In cents per pound] 




















Deviation from arith- | Deviation from arith- 
metic mean | metic mean 
(mean=29.38 cents) || (mean = 29.38 cents) 
Plus | Minus | Plus | Minus 
sone), AD I 2g Ce eee eee ee nee | 5.74 
a aN Neen 6. 88 Re: OF eres eee Wi EP Iasatedabiune 
| Ee eS ee ees eee 6. 88 PiwihédGhimhentheonbobegs tt Tndcusmaoné 
Babich baa bakds bbe Labdavesdiodign 6. 88 1957 . - Pea va«vehdhiesee 
EO le a) Se See 6. 88 2 |) ere me 1.31 
NESS Se ee, Pe eee 8.41 SUN wigcccentuueiuhesdna 7. 22 | fuctiddeabeos 
Sa TS «ae 7. 37 || 
RE EA Fs wee a 11. 82 74. 14 | 74. 20 
aaa Is: Deviations: 
| EE eee | | aS Se 148. 34 
+f Se 2. See iy Mean. ..2.....- 8.24 or 8% 
eer ae ee ee ee oe 5.15 




















Source: Data from table dated Feb. 10, 1960. 


Mr. Conetan. That is quite a range. 
Mr. Hueues. It is quite a range. 
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Mr. Conetan. You have been arguing price stability here as far 
as the market is concerned. 

Mr. Roy Price. We expect there will be price stability in the 
market. We are hoping so, through 1965, because of the estimated 
shortage. 

Mr. CoHELAN. What does your historical data show? Can you 
argue price stability on the basis of the history of prices in this? 

Mr. Roy Price. I think, sir, it is unpredictable. 

Mr. Coue.an. Then it isn’t stable; or is it? 

Mr. Roy Price. Oh, I am sorry, sir. I made the statement in 
reference to price stability, but that was in reference to synthetics. 

Mr. Cone an. Price stability—you say, then, that natural rubber 
is not stable as far as price is concerned? 

Mr. Roy Price. I say that the history of it is just as shown in the 
statistics as given. 

Mr. ConHELan. I see. 

Now, my question is this: 

You are not going to interrupt the market, or you are not going to 
cause any disruption of the market. 

Now, | wonder how are you going to introduce this into the market 
on the assumption that you are going to dispose of it at the present 
market price. How are you going to introduce it into the market 
favorably, that is, favorable to the Government, without disrupting 
the market? I mean, there is an assumption here that you are going 
to dispose of this at a favorable price, at an advantageous price. 
The current price is, as | remember it, 0.3807; is that correct? How 
do we know it is going to be that next year? 

Mr. Roy Pricer. 39\4 today. Of course we don’t know, because 
the market does fluctuate. 

Mr. CoHEetan. Then we could lose on this disposal process? 

Mr. Roy Price. The point is that the material is offered at the 
quoted market price as of the morning of the day that the sale is made. 

Mr. CoHetan. We are going to dispose of a certain increment of 
that stockpile on the basis of your committee; is that correct? 

Mr. Roy Prices. I am sorry, sir, I did not understand the question. 

Mr. Conetan. According to your testimony, as I remember it, 
you said that we are going to dispose of X amount, that is, a certain 
amount—we don’t know what the amount is; is that correct? 

Mr. Roy Price. Well, we expect to dispose of an average of 50,000 
long tons per year. 

However, as I mentioned in the manuscript, that is, in my presenta- 
tion, if the market conditions are favorable at any one time during 
this period of up to 9 years—— 

Mr. Cone.an. I see. 

Mr. Roy Price. We would then sell in excess of that amount per 
year. 

Mr. Cone an. I see. 

But the object is to dispose of it without interrupting or interfering 
with the market. 

Mr. Roy Price. Yes, sir. 

Mr. Coneian. And at the most favorable price. 

Mr. Roy Price. Correct, sir. 

The CuarrMAN. Thank you very much. 

Mr. Kowalski. 
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Mr. Kowauskt. Thank you. 

I was going to ask some questions on controlling the rate of disposal, 
and this is it. 

The CuHarrMan. It is going to be controlled. It is going to be 
controlled just on the same basis as the Commodity Credit Corpora- 
tion controls surplus farm products. 

Mr. Harpy. Oh, Mr. Chairman, let’s hope it is better than that. 
[Laughter]. 

The Cuarrman. Well, we never permit the market to be destroyed 
on account of disposal of surpluses. 

Now, members of the committee 

Thank you very much. 

Mr. Harpy. Mr. Chairman, could I ask just one quick question? 

The CuatrmMan. Yes, Mr. Hardy. 

Mr. Harpy. Mr. Price, has there been any consultation by our 
State Department with foreign governments about this proposal? 

Mr. Roy Pricer. There has, sir. 

Mr. Harpy. And what has been their reaction? 

Mr. Roy Price. Favorable to the plan; yes, sir. 

Mr. Harpy. Have they been advised of the specific proposal with 
respect to disposition contained in your directive to GSA? 

Mr. Roy Price. They have, sir. 

Mr. Harpy. They have been advised, but the American people 
cannot be told? 

Mr. Roy Price. Just any Government officials that would be 
interested in it. We do not think, as I said before, that the details 
of the disposal program should be disclosed because of the possibility 
of disrupting the market. 

Mr. Harpy. But you are anticipating that the foreign, govern- 
mental officials with whom these details have been discussed will 
respect your classification? 

Mr. Roy Price. Well, sir, they have certainly respected it to date. 

Mr. Harpy. It isn’t affected. 

Mr. Roy Price. That is correct, but they are aware of it. 

Mr. Harpy. Is there any reason to suppose that the rubber in- 
terests in those countries may not know in full detail everything that 
you propose to do? 

I am just wondering if you have given an advantage to foreign 
rubber interests which you are denying to ours. 

Mr. Roy Price. Sir, we have given them all of the information 
that we have included in the plan. They are familiar with the 
schedule. 

Mr. Harpy. That is, foreign governments? 

Mr. Roy Price. Yes, sir. 

Mr. Harpy. But my question is: On what basis do we expect, 
that is, do we feel assured that they will respect the classification 
which you have applied to that document? 

Mr. Conetan. Will the gentleman yield? 

Mr. Harpy. I am just wondering—you come in here right now 
and it hasn’t been submitted to the committee—— 

Mr. Roy Price. Sir, their interest in the market is just as serious 
as ours. They do not want the market disrupted any more than we 
do. 

Mr. Conetan. Will the gentleman yield? 
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Mr. Harpy. I yield back my time. 

Mr. CHAMBERLAIN. Mr. Chairman. 

The CHarrMAN. Mr. Chamberlain. 

Mr. CHAMBERLAIN. Mr. Chairman, this whole problem is new to 
me. I would like to ask this one question and see if I have an under- 
standing of the problem. 

Absent this legislation that is now before us, do I understand that we 
are going to be acquiring new rubber stocks and disposing of certain 
rubber stocks to prevent this problem of deterioration, rotating our 
inventory—Are we going to continue that program if we don’t have 
this legislation? 

Mr. Roy Pricer. No, sir; we do not plan to continue that program. 

Mr. CHAMBERLAIN. Then if we—— 

Mr. Roy Price. Maybe I misunderstood your question, sir. 

Mr. CHAMBERLAIN. Let me say this: Right now we have a certain 
amount of rubber that is in our stockpile. 

Mr. Roy Price. I now understand, sir. 

Mr. CHAMBERLAIN. If we don’t have this legislation, we are going 
to be acquiring new rubber to go into this inventory. 

Mr. Roy Price. In time, we would have to acquire new rubber 
and dispose, that is correct, sir. 

Mr. CHAMBERLAIN. And that would be even this year? 

Mr. Roy Pricer. Could be. 

Mr. CHAMBERLAIN. We are going to keep on rotating it if we don’t 
do something about it? 

Mr. Roy Pricer. Yes, sir; that is the reason it is imperative that we 
have approval to dispose of the rubber from the strategic stockpile. 

Mr. CHAMBERLAIN. Thank you very much. 

The CuarrmMan. Thank you very much, Mr. Price. 

Now, members of the committee, there is a witness here, vice presi- 
dent and member of the board of the Imperial Commodities Corp., 
Mr. Robert D. Reilly. 

Is the witness here? 

Mr. Reilly? 

(No response. ) 

The CuHarrMan. If not, we will file his statement in the record. 

Mr. Smart. He is here, Mr. Chairman. 

The CuarrMan. Oh, is he here? 

Come around, Mr. Reilly. 

Members of the committee, there is a statement from the witness 
at each desk. 

Now, you are permitted to make any statement you care to do so 
and with reference to this legislation. You have complied with the 
rule. You have written your statement out. So you may proceed 
to read your statement. 

Mr. Remuy. My name is Robert D. Reilly, and I am a vice presi- 
dent and member of the board of Imperial Commodities Corp., 70 
Pine Street, New York, N.Y 

Our firm is one of the largest importers of natural rubber in the 
United States and we also deal extensively in other commodities, 
principally tobacco and coffee. 

The natural rubber importer acts as a ‘‘merchant banker’ be- 
tween the producer abroad and the consumer in this country. Gen- 
erally speaking, 75 percent of the total dry natural rubber consumed 
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annually in the United States is handled by importers. Our function, 
briefly, is to supply the types and grades of rubber at the time of 
requirement by American consumers, finance the purchase thereof 
through letters of credit from date of shipment, to guarantee delivery 
and extend credit in varying terms to manufacturers after delivery, 
In addition thereto, the importer performs the additional economic 
function of absorbing rubber offered by producers during times of 
low consumer requirements, thereby tending to create a more uniform 
price level. 

The disposal of excess natural rubber from the stockpile, obviously 
affects an importer since the result of such operation is a reduction in 
the volume of business with an attendance reduction in income. 

However, insofar as my own company is concerned, and I also ex- 
press the view of other importers, we wholeheartedly support the 
principle that disposition should be made of strategic and critical 
materials in the stockpile which are excess to defense and rehabilita- 
tion requirements. 

I would like to refer in this connection to section 2(a) of Public 
Law 520, 79th Congress, which says in part that certain agencies of 
the Government are directed to determine, from time to time the 
quantity of such materials which shall be stockpiled under the act, 
and I respectfully suggest that the intent of Congress in this respect 
should not be overlooked since the excess under consideration at the 
present time was determined from a study made in 1958 by the Office 
of Civil and Defense Mobilization. It is conceivable, therefore, that 
future estimates of requirements could be either more or less than the 
figure upon which the present excess has been based. 

The _taetenamaci has been selling rubber from the stockpile since 
October 16, 1959. In my opinion, the disposal program as imple- 
mented by the General Services Administration has been efficiently, 
fairly, and successfully administered. But the directive under w hich 
they have operated has never been made public. We feel strongly 
that any Government disposal program should be fully publicized and 
complete details of such program should be made available to the en- 
tire American rubber industry. I appreciate the fact, Mr. Chairman, 
that this is probably an administrative rather than a legislative func- 
tion; however, the importance thereof to a private industry cannot be 
overemphasized. 

Furthermore, any disposal program must in part, at least, be based 
upon the concept of ‘“‘least disturbing markets” and “‘protection of the 
United States.”’ 

In my opinion, the rubber market can and will adjust itself to meet 
any fair and reasonable disposal program provided the full details of 
the program are made public ee program is not subject to ad- 
ministrative changes without ample advance notice. I feel it would 
be helpful if the Government, in contemplating any changes after a 
program has been adopted, would consult with importers and manu- 
facturers in connection therewith. The world natural rubber market 
is extremely sensitive and one of the most disturbing and serious 
factors which can be injected into the price structure is the element of 
uncertainty. 

The authority to sell excess rubber at the present time is contained 
in the Independent Offices Appropriation Act of 1960 and such 
authority will terminate at the end of the current fiscal year. The 
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resolution before this committee, if adopted, will establish a permanent 
disposal program to extend over a period of years and appropriate 
steps should be taxen to terminate the present temporary disposal 
program at the time the permanent program is placed into effect. It 
js noticeable, however, that in the budget for 1961, the General 
Services Administration has requested a continuation of the authority 
contained in the Independent Offices Appropriation Act of 1960 for 
the fiscal year 1961. It appears that two separate disposal programs 
running concurrently, under different authority, would be completely 
unnecessary and would create a choatic condition. 

In conclusion, Mr. Chairman, although I am unable to suggest the 
appropriate administrative or legislative procedure, I strongly 
recommend 

(1) That complete details of any natural rubber disposal program, 
either temporary or permanent be made available to the entire 
American rubber industry; and 

(2) That the present temporary natural rubber disposal program 
be discontinued when a permanent program becomes effective. 

Thank you, Mr. Chairman. 

The CuHairMan. Thank you very much, Mr. Reilly. I want to 
congratulate you on your forthright, clearcut statement. I find 
myself in complete accord with what you have to say on page 3. I 
think this should be written in the report. And I do thinx the rubber 
industry should be apprised as much as possible without violating 
secrecy. 

Now, I want to call the committee’s attention to this very helpful 
suggestion. I am going to ask Mr. Hardy and Mr. Rivers and each 
member of the 37 members of the committee to be on the floor to 
watch out. 

It is noticeable, however, that in the budget for 1961 the General Services 
Administration has requested a continuation of the authority contained in the 
Independent Offices Appropriation Act for fiscal 1961. 

It is subject to a point of order, and I trust we will all exercise our 
parliamentary rights and invoke a point of order in that same language. 
Mr. Harpy. Mr. Chairman, I am sorry we didn’t do that before. 

The CuarrMaAn. I am going to take the responsibility myself and 
try to watch it. 

Mr. Rivers. As usual, we will be there to help you. 

The CHarrMAN. Yes, you gentlemen be there. 

Now, thank you, Mr. Reilly. You made a fine statement. 

Mr. Reimuy. Thank you. 

The CHatrMAN. Now, members of the committee, I think the facts 
warrant favorable consideration of this resolution. And I do think 
that the suggestion contained on page 2 by Mr. Reilly should be 
incorporated in the committee’s language to carry out that line of 
thought. 

And I am going to ask for a rolleall. 

All in favor of this resolution, when your name is called, vote “aye’’; 
and all opposed, vote “no’’. 

Mr. Metvin Price. Mr. Chairman, why don’t we delay it just long 
enough—— 

The CuarrmMan. No. If you want to vote—vote any way you want 
to. 

Let’s get our business done with. 
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Mr. Mervin Price. I am asking you to delay it so our committee 
can have made available to it the stockpile report. 

The CHarrMan. This matter is before the full committee. 

Mr. Harpy. Mr. Chairman, you are making the suggestion here 
now that we act on this resolution which is going to be based on the 
directive which OCDM sent to GSA, and you are calling for action 
before we have even looked at that directive. And I think it is entirely 
untimely. 

[I am in complete accord with disposing of any of this rubber we 
don’t need, but | am not in accord with doing it on the basis of half 
information. 

The CHarrmMan. Mr. Hardy, let me say 

This is off the record. 

(Further statement off the record.) 

The CHarrMAN. Let’s dispose of it now. I have to clear this 
calendar, or else I will be bogged down and be chastised by the leader- 
ship for being 

Mr. Harpy. Mr. Chairman, there is a motion. 

The CHarRMAN. I am going to insist on a rolleall now. 

Mr. Harpy. Well, would a motion that it be deferred take preced- 
ence over this motion? 

The CuarrMan. I will recognize your motion. 

Mr. Hardy moves this resolution be deferred. I trust you won’t do 
that. 

Mr. Harpy. I am doing it to save time. I don’t want to do it if it 
isn’t necessary. 

The CHarrMan. All in favor of postponing this resolution for—— 

Mr. Harpy. One week. 

The CuarrMan. For 1 week, hold up your hand. 

Mr. Smart. Six. 

The CHarrMaAN. All opposed, hold up vour hand. 

Mr. Smart. Fifteen, Mr. Chairman. 

The CHAIRMAN. The motion does not prevail. 

Now, all in favor of voting this resolution, when vour name is called, 
vote “‘Ave,”’ and opposed, ‘“‘No.”’ 

Mr. Harpy. Mr. Chairman, could I offer an amendment to the 
resolution? 

The CHarrMaANn. Call the roll, Mr. Smart. 

Mr. Harpy. Can I offer an amendment to the resolution? 

The CHAIRMAN. Yes, sir. 

Mr. Harpy. | would like to offer an amendment—I haven’t the 
wording of it—that it be not effective during any period when the 
language of the appropriation bill is being applied. 

The CuarrMan. Well, I don’t think that is good legislation. 

Mr. Harpy. I can’t help what you think. I offered it as an amend- 
ment. 

Would you mind putting it, and ask the staff to draw it? 

The CuHarrMan. All right. 

All in favor of the amendment offered by Mr. Hardy, hold up your 
hand. 

(Show of hands.) 

Mr. Smart. Six, Mr. Chairman. 

The CuarrMan. All opposed, hold up your hand. 
(Show of hands.) 
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Mr. Harpy. I didn’t expect it to carry. [Laughter.] 

Mr. Smart. Fourteen, Mr. Chairman. 

The CHarrMan. Members—— 

Mr. Harpy. Mr. Chairman, you don’t have any objection to my 
offering it on the floor, do you? 

The CHarrMan. Not a bit. 

Call the roll, Mr. Smart. 

Mr. Rivers. Porter, you haven’t studied Mr. Vinson’s rules of 
order. 

Mr. Harpy. Oh, yes; I have. 

(Rolleall.) 

Mr. Harpy. I have to get some more recruits, Mr. Chairman. 
(Laughter. ] 

Mr. Smart. Mr. Chairman, on this vote, there are 16 yeas and 5 
nays. 

The CHArRMAN. A quorum being present, 16 voting in the affirma- 
tive and 5 in the negative, so the resolution is agreed to. 

And I will file the resolution and go before the Rules Committee 
and try to get it out as early as possible. 


H.R. 5040 


The CHarrMAN. Now, we have one more matter we want to dispose 
of this morning, because when we recess today, we will not convene 
again until next Monday, when we will take up the public works bill. 
And I am anxious to get the public works bill finished by the balance 
of the month or at least the first 2 or 3 days in March. 

Now, Mr. Kilday 

From Mr. Kilday’s committee we have a matter for consideration 
by the committee. 

Mr. Kitpay. Mr. Chairman, I have a small bill that we actually 
passed in 1957. It went to the Senate. They amended it. We 
never did get to conference before it was over. 

What it does is to make uniform the reemployment rights of the 
persons who serve in the Reserve or in the National Guard compo- 
nents. That is the gist of it. 

I would like to file this report, but inasmuch as we have reported 
it and passed it previously, and there is no opposition, we know of 
it is supported by all the veterans’ organizations and by all the Gov- 
ernment departments and all persons interested 

The CuHarrMan. Without objection, the bill will be favorably 
reported. 

Mr. Kilday will report the bill to the House. 

Mr. Kinpay. | think we could pass it on to the Consent Calendar. 

The CuarrMan. Put it on the Consent Calendar. 

Mr. Kiipay. Mr. Chairman, Subcommittee No. 1, in accordance 
with your direction, conducted hearings on H.R. 5040 and agreed 
unanimously to report the bill to the full committee without amend- 
ment. 

The purpose of H.R. 5040 is twofold. It will (1) clarify the language 
of existing law relating to the reemployment rights of individuals who 
perform military service, and (II) eliminate certain inequities in exist- 
ing law which today results, for example, in greater reemployment 
rights for individuals who perform active duty for training as reservists 
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and substantially inferior rights to those individuals who perform the 
same type of active duty for training as National Guardsmen. 

The first objective of H.R. 5040, that is, clarification of existing 
law, is primarily accomplished by consolidating in section 9 of the 
Universal Military Training and Service Act all of the provisions of 
law affecting the reemployment rights of ex-servicemen, reservists, and 
members of the National Guard. 

Paragraph (3) of section 9 of that act would be replaced by a new 
paragraph containing the reemployment provisions now found ia 
section 262(f) of the Armed Forces Reserve Act of 1952, as amended, 
and section 262(f) would be repealed. 

In addition, the language of section 9 would be reworded to clarify 
the extent of protection accorded persons returning from periods of 
training duty with regard to their seniority and status. The bill will 
also make clear that probationary employment does not of itself 
characterize a position as “temporary” which interpretation today 
results in denying reemployment rights to such individuals. 

The second major objective of the bill, the elimination of the 
difference in benefits afforded reservists and National Guardsmen, is 
resolved by the addition of a new section 9(g)(5) which makes it 
clear that members of the National Guard performing specified 
training duty are covered by the reemployment provisions of the law. 

In summary therefore, H.R. 5040 will amend existing law relating 
to the reemployment and job rights of individuals returning from 
military service by providing the same rights to all individuals who 
perform the same type of military service, regardless of the component 
in which they serve and in addition clarify the law so as to enable 
employers and employees alike to understand precisely what their 
rights are. 

H.R. 5040 is recommended by the Department of Labor and ap- 
proved by both the Department of Defense and the Bureau of the 
Budget. Its provisions are also strongly supported by the Civil 
Service Commission, National Guard Association, various veterans’ 
groups, and the American Federation of Labor and Congress of 
Industrial Organizations. 

In short, everyone concerned and affected by this legislation sup- 
ports and endorses it. 

Enactment of this legislation will not result in any increased cost 
to the Federal Government. 

I would like also to mention that this committee reported out an 
identical bill which passed the House in 1957. However, because of 
changes made to it late in the session by the Senate, the bill was 
allowed to die. 

Mr. Chairman, in view of the unanimity on H.R. 5040, I recom- 
mend that H.R. 5040 be approved by the full committee without 
amendment. 

The CuarrMan. Members, I want to thank you. 

We will take a recess now until Monday morning. 

(Whereupon, at 11:25 a.m., the committee adjourned, to reconvene 
on Monday, February 15, 1960.) 
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